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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Eastern  Montana  College 
for  the  two  years  ended  June  30,  1982. 

The  audit  was  conducted  by  Peggy  J.  Biekert,  CPA  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 
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CENERAL 

We  performed  a  financial/compliance  audit  of  Eastern  Montana  College 
(EMC)  for  the  fiscal  years  ending  June  30,  1981,  and  June  30,  1982.   The 
objectives  of  our  audit  were  to:   (1)  determine  if  the  financial  statements 
of  EMC  present  fairly  their  financial  position  and  results  of  operations  for 
the  fiscal  years  ending  June  30,  1981,  and  June  30,  1982;  (2)  determine  if 
EMC  complied  with  applicable  state  and  federal  laws  and  regulations;   (3)  make 
recommendations  for  the  improvement  of  management  and  internal  controls;  and 
(A)  determine  whether  prior  audit  recommendations  have  been  effectively 
implemented. 

We  thank  the  EMC  staff  for  their  cooperation  and  assistance  during  our 
audit. 

BACKGROUND 

Eastern  Montana  College  was  established  in  Billings  by  the  1927 
Legislative  Assembly.   It  was  initially  called  Eastern  Montana  Normal 
School  at  Billings.  Its  name  was  changed  in  1949  to  Eastern  Montana  College 
of  Education,  and  in  1965  to  Eastern  Montana  College.   The  College  offers 
academic  programs  in  education,  liberal  arts,  sciences,  business,  economics, 
undergraduate  and  graduate  teacher  education,  and  professional  and  vocational 
education.   Eastern  has  been  given  authority  to  grant  a  Bachelor  of  Science 
degree  in  Education,  a  baccalaureate  degree  in  secondary  education  and  a 
Master's  Degree  in  elementary  education.   In  addition,  the  College  is 
authorized  to  confer  liberal  arts  degrees  of  Bachelor  of  Arts  and  Bachelor 
of  Science.   In  1968,  authority  was  given  to  grant  a  Master  of  Science  in 
Rehabilitation  Counseling.   The  college  also  has  authority  to  award 
degrees  of  the  Associate  of  Arts  and  Associate  of  Science. 

The  College  is  under  the  control  and  supervision  of  the  seven-member 
Board  of  Regents  of  Higher  Education. 

The  campus  is  comprised  of  approximately  90  acres  of  land  containing 
fourteen  buildings  providing  administrative  offices,  classrooms,  laboratories, 
auditoriums,  physical  education  facilities,  student  housing,  and  other 
facilities. 

The  State  General  Fund  and  the  University  Millage  are  the  primary 
sources  of  revenue  to  operate  the  College.   Revenue  is  also  generated  from 
student  fees,  land  grant  income,  Federal,  State  and  private  grants,  and 
auxiliary  enterprise  operations. 

FULL-TIME  EQUIVALENT  STUDENTS 

A  major  funding  criteria  for  the  College  is  the  number  of  full-time 
equivalent  (FTE)  students  who  are  registered  at  EMC.   FTEs  are  computed  in 
accordance  with  guidelines  published  by  the  Commissioner  of  Higher  Education. 

FEDERAL  GRANTS 

Introduction 


EMD  received  grants  from  the  various  Federal  agencies  indicated   on  the 
Schedules  of  Federal  Grants  Expenditures  on  pages  31  and  32. 
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Federal  Compliance 

The  Office  of  Management  and  Budget  (OHB)  circulars  A-21  and  A-110 
establish  audit  requirements  for  institutions  of  higher  education  receiving 
federal  assistance.   We  performed  our  audit  in  accordance  with  those  guide- 
lines and  accordingly  reviewed  the  following  areas: 

1.  eligibility  determination, 

2.  internal  control  and  reporting  systems, 

3.  auditing  and  monitoring  of  subgrantees,  and 

4.  cost  allowability. 

During  our  review  we  noted  no  compliance  problems  in  the  grants 
selected  for  compliance  and  nothing  came  to  our  attention  that  caused  us 
to  believe  that  untested  compliance  issues  are  not  in  accordance  with 
applicable  laws  and  regulations. 
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PRIOR  RECOMMENDATIONS 

1.    The  College  should  continue  in  its  efforts  to  improve  accountability 

over  its  investment  in  plant.   In  this  regard,  we  recommend  the  following 

a.  The  College  should  conduct  a  complete  physical  inventory  of  fixed 
assets  and  provide  the  inventoried  assets  with  individualized 
identification  tags. 

b.  Detail  property  records  should  be  maintained  and  periodically  re- 
conciled to  the  general  ledger.   In  the  absence  of  historical 
cost  records,  the  assets  may  be  stated  at  historically  based 
appraised  values  with  subsequent  additions  at  cost. 

c.  Property  records  should  be  reviewed  for  disposals  of  property. 

d.  In  accordance  with  the  industry  audit  guide,  property  acquired 
by  gift  should  be  recorded  at  fair  market  value  at  the  date  of 
gift. 

e.  Supporting  documents  for  the  purchase  of  fixed  assets  should 
indicate  the  item  being  replaced  or  purpose  of  an  addition. 

a.  The  College  has  complied. 

b.  The  College  has  complied. 

c.  The  College  has  complied. 

d.  The  College  has  complied. 

e.  The  College  has  complied. 

2.  We  recommend  the  Board  of  Regents  review  this  practice  and  adopt  a 
uniform  policy  regarding  the  purchase  of  delinquent  National  Direct 
Student  Loans. 

The  Office  of  the  Commissioner  of  Higher  Education  reviewed  the  trans- 
actions referred  to  in  the  above  recommendation  and  concurred  with  the 
College's  action.   The  Board  of  Regents  has  not  yet  adopted  a  uniform 
policy  as  the  situation  has  not  come  up  again.     The  Board  has  directed 
the  College  to  contact  it  if  the  situation  arises  again,  and  at  that 
time  it  will  generate  the  necessary  policy. 

The  Board  of  Regents  has  not  adopted  a  uniform  policy  regarding  the 
purchase  of  delinquent  National  Direct  Student  Loans.   It  has  cautioned 
the  College  not  to  repeat  the  practice  without  specific  authorization 
from  the  Board  of  Regents.   It  will  adopt  a  policy  appropriate  to 
that  specific  request. 

Recommendation :   The  item  be  dropped. 

3.  We  recommend  the  College  should  either  (a)  amend  the  agreement  to 
provide  for  investments  in  STIP  or  (b)  comply  with  the  investment 
instructions  of  the  present  aggreement. 

The  College  has  complied. 

4.  We  recommend  the  follow: 
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a.  The  Financial  Aid  Director  should  prepare  a  list  of  reports 
and  a  summary  of  instructions  to  ensure  that  reports  are  filed 
on  a  timely  and  accurate  basis. 

b.  The  Financial  Aid  Office  should  review  its  reports  with  the 
Business  Office  to  ascertain  that  the  reports  are  in  agreement 
with  the  College's  accounting  records. 

The  College  has  shifted  preparation  of  reports  to  the  Business  Office, 
See  recommendation  eight  under  prior  recommendations  for  further 
comments  on  fee  waivers. 

The  College  has  complied. 

5.  We  recommend  the  following: 

a.  The  college  should  establish  control  over  the  physical  plant 
inventories  by  maintaining  perpetual  records  similar  to  the 
system  used  in  the  stores  operation.   The  inventory  should  also 
be  reflected  in  the  financial  statements. 

b.  Personnel  responsible  for  inventories  be  cautioned  as  to  the 
importance  of  accurate  counts  and  proper  cutoff  and  storage. 

c.  Periodic  test  counts  of  inventories  should  be  taken  and  com- 
pared to  the  perpetual  records.   Significant  discrepancies  should 
be  investigated. 

The  College  has  complied  with  all  except  recognition  of  inventory  on  the 
financial  statements. 

Recommendat ion :   The  College  should  recognize  inventory  on  the  financial 
statement. 

6.  We  recommend  the  following: 

a.  The  Business  Office  should  set  computer  check  limits  that  it 
feels  are  realistic  in  all  areas  of  business,  and  then  checks 
should  be  made  by  the  computer  to  determine  whether  transactions 
are  within  those  limits.  For  example:  The  computer  could  check 
for  payroll  checks  exceeding  $5,000.  Any  transactions  exceeding 
this  limit  would  then  have  to  be  approved  by  the  Business  Office 
before  final  processing. 

b.  Before  installation  of  any  new  system,  the  documentation  should 
be  reviewed  for  completeness. 

c.  An  emergency  backup  plan  should  be  developed  and  off-site  storage 
should  be  found  for  programs  and  data  files. 

d.  Passwords  should  be  changed  at  least  weekly;  and  employees  should 
be  instructed  not  to  use  passwords  which  are  related  to  their  job 
or  their  name. 

e.  Knowledge  of  the  master  password  should  be  limited  to  the  Director 
and  Assistant  Director  of  the  computer  center. 
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f.   Programmers  should  be  limited  to  access  to  programs  they  are  working 
on  and  dummy  files  needed  in  their  work. 

a.  The  College  has  complied. 

b.  The  College  has  complied. 

c.  The  College  has  complied. 

d.  The  College  has  instructed  users  to  establish  policy  for  changing 
passwords  on  a  regular  basis. 

e.  The  College  has  complied. 

f.  The  College  has  complied. 

In  The  winter  quarter  of  1980  the  College  converted  to  a  new  computerized 
registration  system.   The  report  that  is  to  be  submitted  to  the  Commissioner 
of  Higher  Education's  office  regarding  full-time  equivalent  students  is 
supposed  to  be  based  on  enrollment  as  of  the  15th  day  following  registration 
Due  to  problems  in  the  new  system  the  file  as  of  the  15th  day  was  lost, 
and  the  report  was  based  on  enrollment  later  in  the  quarter. 
Efforts  should  be  made  to  ensure  that  the  enrollment  file  as  of  the  15th 
day  be  saved  so  that  the  FTE  report  can  be  properly  filed. 

The  College  has  complied. 

Although  reports  are  now  prepared  by  the  Business  Office  there  is  still 
no  updating  of  records  in  the  Financial  Aid  Office  to  bring  their  files 
into  alignment  with  the  Fee  Waiver  reports. 

According  to  the  Montana  University  System  "Policy  and  Procedures  Manual" 
section  940.13:  "All  fee  waivers,  except  National  Merit  Honor  Scholar- 
ships, High  School  Honor  Scholarships,  Community  College  Honor  Scholar- 
ships, fee  waivers  for  faculty  and  staff,  graduate  teaching  assistants 
and  graduate  research  assistants,  and  athletic  grants-in-aid  shall  be 
granted  first  on  the  basis  of  financial  need."   Financial  need  has  not 
always  been  considered  by  the  various  departments  in  assigning  fee  waivers. 

We  Recommend  the  following: 

a.  The  College  should  take  steps  to  get  the  records  in  the  Financial 
Aid  Office  updated  to  match  the  reports  sent  out  by  the  Business 
Office. 

b.  The  College  should  take  applications  from  all  candidates  for  fee 
waivers  and  they  should  be  reviewed  for  financial  need. 

The  College  has  complied  with  item  a  and  b. 

The  College  began  using  prenumbered  cash  receipts  in  all  receipting 
areas  except  that  of  the  central  cashier  during  the  year.   However, 
receipts  were  not  always  filled  out  such  that  the  source  of  the  funds 
and  the  individual  receiving  the  funds  could  be  readily  identified. 

MCA  17-6-105  (6)  requires  that  when  coil  and  currency  exceed  $100  it 
should  be  deposited  each  day.  We  found  instances  where  this  law  was 
not  complied  with. 
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We  recommend  the  following: 

a.  The  College  should  begin  using  prenumbered  receipts  in  all 
areas  and  establish  an  accounting  system  to  ensure  that  all 
receipts  come  back  to  the  central  cashier. 

b.  The  College  should  make  efforts  to  ensure  that  all  receipts  are 
properly  filled  out. 

c.  The  College  should  take  steps  to  ensure  compliance  with  MCA 
17-6-105  (6). 

a.  The  College  has  complied  with  the  first  half  only. 

b.  The  College  has  complied. 

c.  The  College  has  complied. 

Recommendat ion :   The  College  should  ensure  that  all  receipts  are 
accounted  for. 

10.   The  College  has  authority  to  handle  requisitons  up  to  $1,000  without 
going  through  Central  Purchasing  in  Helena.   For  all  requsitions 
between  $200  and  $1,000  writted  bids  are  to  be  requested  from  three 
vendors  and  the  low  bidder  selected.   In  our  audit  we  found  cases 
where  less  than  three  bids  were  requested. 

Recommendation:   The  College  should  comply  with  state  guidelines 
regarding  the  above  mentioned  requirement. 

The  College  has  complied. 


-7- 


ADDITIONAL  RECOMMENDATIONS 

1.  Cash 

Section  17-2-201,  MCA  authorizes  the  Department  of  Administration  to 
approve  the  establishment  and  maintainance  of  non-treasury  cash  accounts. 
Montana  Operations  Manual  (MOM)  2-1910.30  list  the  approved  purposes. 

It  permits  payment  for  travel  advances  where  the  travel  is  of  an 
emergency  nature  and  a  warrant  can  not  be  issued  in  time.   All 
travel  advances  at  the  College  are  being  processed  through  the 
account . 

Recommendat ion ;  The  College  should  request  its  employees  to  make 
timely  application  for  travel  advances  so  that  sufficient  time  is 
allowed  for  a  state  warrant  to  be  issued. 

2 .  Accounts  Receivable 

Receivables  are  manually  billed  by  the  Controller's  Office  with  a  memo 
account  being  maintained  on  Statewide  Budgeting  and  Accounting  System 
(SBAS) .   Formal  policies  and  procedures  for  billing,  collection,  and 
write-off  of  bad  debt  should  be  established. 

EMC  reconciles  the  subsidiary  ledgers  with  the  applicable  control  ledgers 
on  an  annual  basis. 

Recommendation:   The  College  should  establish  written  policies  for  handling 
accounts  receivable.   The  accounts  receivable  should  be  reconciled  on  a 
regular  basis. 

3.  Construction  in  progress 

During  fiscal  year  1981  and  1982,  the  College  had  capital  projects  in 
progress  which  were  administered  by  the  Department  of  Administration, 
Architecture  and  Engineering  Division  or  the  College.   EMC  recorded 
the  Construction  in  progress  in  a  Construction  in  Progress  account  in 
Unexpended  plant  fund.   At  year  end  they  transferred  the  expended  con- 
struction in  progress  to  the  Investment  in  plant  fund.   There  it  was 
recorded  in  the  Building  or  Other  Improvements  account. 

Recommendation:   The  College  should  leave  the  Construction  in  Progress 
in  the  Unexpended  Plant  Fund  until  completion  of  the  project.   At  that 
time,  transfer  the  total  accumulated  cost  to  the  Investment  in  Plant 
Fund. 

4.  Mandatory  Student  Fees 

The  Associated  Students  of  Eastern  Montana  College  (ASEMC)  is  a 
nonprofit  organization  representing  all  registered  students  at  the 
College.   ASEMC  receives  its  funding  from  two  sources: 
1.   A  quarterly  $20  mandatory  student  activity  fee  established  by  the 
Board  of  Regents  of  Higher  Education;  and 
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2.   Receipts  from  all  entertainments,  activities,  and  benefits  con- 
ducted by  ASEMC. 

The  mandatory  student  activity  fees  are  allocated  by  ASEMC  to  various 
student  organizations  who  then  fund  activities  for  the  student  body. 

In  1974,  The  Montana  Attorney  General  issued  an  opinion  stating  that 
mandatory  university  system  student  fees  are  public  funds  which  must 
be  expended  for  a  public  purpose  determined  in  the  first  instance  by 
the  Board  of  Regents.   A  1975  opinion  defined  the  powers  of  the  Board 
of  Regents  and  required  the  university  system  maintain  all  public 
funds  with  the  state  treasurer. 

During  fiscal  years  1980-1981  and  1981-1982  ASEMC  received  mandatory 
student  fees  of  $208,029  and  $220,697,  respectively.   Because  the 
University  System  Accounting  Manual  (USAM)  requires  the  financial 
affairs  related  to  duly  organized  student  bodies  to  be  accounted  for 
within  the  Agency  Fund,  EMC  records  these  fees  in  the  Agency  Fund. 

Recommendat ion :   The  College  should  record  the  initial  receipt  and 
disbursement  of  all  mandatory  student  fees  in  its  unrestricted 
general  operating  fund. 

5.  Compliance 

The  College  did  not  comply  with  section  20-25-106,  MCA  which  requires 
a  loyalty  oath  be  sworn  by  each  professor,  instructor,  or  teacher 
employed  by  the  College. 

Recommendation:   The  College  should  comply  with  the  statue  or  seek  a 
legislative  change. 

6.  Compensated  Absences 

On  September  7,  1982,  the  National  Assocation  of  College  and  University 
Business  Officers  (NACUBO)  released  NACUBO  Special  Report  82-5.   The 
Report  informed  members  that  the  AICPA  Accounting  Standards  Executive 
Committee  (AcSEC)  had  decided  not  to  defer  the  applicability  of  FASB 
Standard  #43  to  colleges  and  universities.   It  also  indicated  that 
the  Statement  was  effective  immediately  to  institutions  covered  by  the 
AICPA  industry  audit  guide  Audits  of  Colleges  and  Universities. 

The  liability  and  charge  for  compensated  absences  related  to  current 
and  previous  years  should  be  recorded  in  the  Unrestricted  Current  Fund. 

Recommendat  ion :   The  College  should  comply  with  FASB  Standard  No.  43 
and  record  compensated  absences  related  to  current  and  previous  years. 
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INTERNAL  CONTROL 

We  have  examined  the  financial  statements  of  Eastern  Montana  College  (EMC) 
for  the  two  fiscal  years  ended  June  30,  1981,  and  June  30,  1982,  and 
have  issued  our  report  thereon  dated  November  22,  1982.   As  part  of  our 
examination  we  made  a  study  and  evaluation  of  the  system  of  internal 
accounting  control  of  EMC  to  the  extent  considered  necessary  to  evaluate 
the  system  as  required  by  generally  accepted  auditing  standards  and  the 
standards  for  financial  and  compliance  audits  contained  in  the  U.S.  General 
Accounting  Office  Standards  for  Audit  of  Governmental  Organizations,  Programs, 
Activities  and  Functions.  For  the  purpose  of  this  report,  we  have  classified 
the  significant  internal  accounting  controls  in  the  following  categories: 

1.  revenue/receipts; 

2.  payroll; 

3.  expenditures; 

4.  cash; 

5.  investments; 

6.  plant,  property,  and  equipment; 

7.  accounts  receivable; 

8.  inventories. 

The  purpose  of  our  study  and  evaluation  was  to  determine  the  nature,  timing, 
and  extent  of  the  auditing  procedures  necessary  for  expressing  an  opinion  on 
the  entity's  financial  statements.   Our  study  and  evaluation  was  more  limited 
than  would  be  necessary  to  express  an  opinion  on  the  system  of  internal 
accounting  control  taken  as  a  whole  or  on  any  of  the  categories  of  controls 
identified  above. 

The  management  of  EMC  is  responsible  for  establishing  and  maintaining  a 
system  of  internal  accounting  control.   In  fulfilling  this  responsibility, 
estimates  and  judgments  by  management  are  required  to  assess  the  expected 
benefits  and  related  costs  of  control  procedures.   The  objectives  of  a 
system  are  to  provide  management  with  reasonable,  but  not  absolute, 
assurance  that  assets  are  safeguarded  against  loss  from  unauthorized  use 
or  disposition,  and  that  transactions  are  executed  in  accordance  with 
management's  authorization  and  recorded  properly  to  permit  the  preparation 
of  financial  statements  in  accordance  with  generally  accepted  accounting 
principles.   Because  of  inherent  limitiations  in  any  system  of  internal 
accounting  control,  errors  or  irregularities  may  nevertheless  occur  and 
not  be  detected.   Also,  projection  of  any  evaluation  of  the  system  to 
future  periods  is  subject  to  the  risk  that  procedures  may  become  inadequate 
because  of  changes  in  conditions  or  that  the  degree  of  compliance  with 
the  procedures  may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.   Accordingly,  we  do  not  express  an  opinion  on  the  system  of  internal 
accounting  control  of  EMC  taken  as  a  whole  or  on  any  of  the  categories 
of  controls  identified  in  the  first  paragraph.   However,  our  study  and 
evaluation  disclosed  conditions  that  are  listed  in  thi?  report  that  we 
believe  result  in  more  than  a  relatively  low  risk  that  errors  or  Irregularities 
in  amounts  that  would  be  material  in  relation  to  the  financial  statements  of 
EMC  may  occur  and  not  be  detected  within  a  timely  period. 

-10- 


The  preceding  paragraphs  are  intended  soley  for  the  use  of  management 
and  the  legislature  and  should  not  be  used  for  any  other  purpose.   This 
restriction  as  to  use  is  not  intended  to  limit  the  distribution  of  this 
document  which,  upon  acceptance  by  the  Legislative  Audit  Committee  is  a 
matter  of  public  record. 
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Peggy  J.  Biekert 

CERTIFIED  PUBLIC  ACCOUNTANT 
P.  D.  BOX  #288     1301 
234  EAST  BABCDCK  STREET 
BDZEMAN.  MONTANA  59715 

4D6-586-7371 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  accompanying  Balance  Sheet  of  Eastern  Montana 
College  at  June  30,  1982,  and  the  related  Statements  of  Changes  in  Fund 
Balances  and  Current  Funds  Revenue,  Expenditures,  and  Other  Changes  for 
the  two  fiscal  years  ended  June  30,  1981,  and  June  30,  1982.   Our  exam- 
ination was  made  in  accordance  with  generally  accepted  auditing  standards, 
and  in  accordance  with  the  AICPA  Industry  Audit  Guide,  Audits  of  Colleges 
and  Universities,  and  the  General  Accounting  Office  Standards  for  Audits 
of  Governmental  Organizations,  Programs,  Activities,  and  Functions  and, 
accordingly,  included  such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

The  College  has  not  recorded  compensated  absences  as  required  by 
FASB  Statement  #43.   Current  Unrestricted  Fund  Liabilities  are  understated 
by  $598,680  and  Fund  Balance  is  overstated  by  $598,680. 

In  our  opinion,  except  for  the  effects  of  the  item  discussed  in  the 
second  paragraph,  the  financial  statements  referred  to  in  the  first  paragraph 
present  fairly  the  financial  position  of  such  funds  of  Eastern  Montana 
College  at  June  30,  1982,  and  the  results  of  its  operations  and  the  changes 
in  fund  balance  of  such  funds  for  the  two  fiscal  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principles  applied  on  a  con- 
sistent basis. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the 
basic  financial  statements  taken  as  a  whole.   The  accompanying  schedules: 
Schedule  of  Grant  Expenditure,  Schedule  of  Capital  Projects,  and  the  Schedule 
of  Full-time  Equivalent  Students  for  the  two  fiscal  years  ending  June  30, 
1981,  and  June  30,  1982,  are  presented  as  supplemental  information  and  are  not 
a  required  part  of  the  basic  financial  statements.   This  information  has  been 
subjected  to  the  auditing  procedures  applied  on  our  examination  of  the  basic 
financial  statements  and,  in  our  opinion,  is  fairly  stated  in  all  material 
respects  in  relation  to  the  basic  financial  statements  taken  as  a  whole. 


Respectfully  submitted, 


Peggy  J.  Biekert,  CPA 
November  22,  1982 
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EASTERN  MONTANA  COLLEGE 


Comparative  Statement 

of  Current 

Rev  enu  e ,  Ex  p  end 

itures  and  Other  Changes 

For  the  F: 

Lscal  years 

ended  June  30, 

1982,  and  1981 

1982 

1981 

UNRESTRICTED 

RESTRICTED 

TOTAL 

TOTAL 

REVENUES : 

Educational  and  general: 

Tuition  and  fees 

$ 

1,738,339 

$ 

1,738,339 

$ 

1,387,156 

State  government  support 

8,695,487 

8,695,487 

7,278,249 

Sales,  services  and  miscellaneous 

41,511 

41,511 

44,810 

Indirect  cost  recoveries 

106,616 

106,616 

95,618 

Federal  grants  and  contracts 

$1 

,296,961 

1,296,961 

1,391,835 

State  grants  and  contracts 

172,133 

172,133 

200,297 

Local  government  grants  and  contracts 

214,759 

214,759 

207,392 

Other  grants,  contracts  and  < 

Sifts 

$1 

167,400 
,851,253 

167,400 
$12,433,206 

$] 

78,927 

Total 

1] 

L0, 581, 953 

L0, 684, 284 

Designated  accounts: 

Tuition  and  fees 

$ 

324,180 

$ 

324,180 

$ 

235,845 

Investment  earnings 

1,115 

1,115 

223 

Sales,  services  and  miscellar 

leous 

$ 

138,182 
463,477 

$ 

138,182 
463,477 

$ 

41,776 

Total 

277,844 

Auxiliary  enterprises: 

Tuition  and  fees 

$ 

527,465 

$ 

527,465 

$ 

490,843 

Land  grant  income 

127,749 

127,749 

133,774 

Investment  earnings 

87,342 

87,342 

33,263 

Sales,  services  and  miscellar 

leous 

$ 

1,465,611 
2,208.167 

i_ 

1,465,611 
2,208,167 

$ 

1,220,490 

Total 

1,878,370 

TOTAL  CURRENT  REVENUES 

$13,253,597 

£L 

,851,253 

$15,104,850 

$12,840,498 

EXPENDITURES : 

Education  and  general: 

Instruction 

$ 

5,088,167 

$ 

319,537 

$ 

5,407,704 

$ 

4,767,495 

Research 

34,559 

34,559 

21,120 

Public  service 

38,596 

521,680 

560,276 

593,732 

Academic  support 

1,456,725 

83,367 

1,540,092 

936,586 

Student  services 

1,162,503 

641,481 

1,803,984 

1,605,641 

Institutional  support 

1,111,457 

62,129 

1,173,586 

1,101,149 

Operation  and  maintenance  of 

plant 

1,458,786 

1,458,786 

1,235,908 

Student  aid 

198,808 

188,500 

387,308 

387,299 

Total 

$10,515,042 

$1 

,851,253 

$12,366,295 

$10,648,930 

Designated  accounts: 

Instruction 

$ 

334,472 

$ 

$ 

334,472 

$ 

195,756 

Public  service 

73,139 

73,139 

61,927 

Student  services 

1 

3,734 
411,345 

$ 

3,734 
411,345 

$ 

2,828 

Total 

$ 

260,511 

Notes  to  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 
Comparative  Statement  of  Current  Revenues,  Expenditures  and  Other  Changes-  Continued 
For  the  fiscal  year  ended  June  30,  1982  and  1981 

1982  1981 

UNRESTRICTED  RES TRICED      TOTAL  TOTAL 

Auxiliary  enterprises: 

Expenditures                             $  1,453,519  $  1,453,519  $  1,163,637 

Mandatory  transfers:  

Principal  and  interest                     377,230  377,230  423,972 

Debt  service  reserve  ' 

Renewals  and  replacements                   41,800  41,800  41,600 

Plant  acquisitions  4,028 4,028  116,131 

Total                                $  1,876,577 $  1,876,577  $  1,786,560 

TOTAL  CURRENT  EXPENDITURES  AND 

MANDATORY  TRANSFERS                  $12,802,964  $1,851,253   $14,654,217  $12,696,001 

OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) : 

Excess  of  restricted  receipts  over  /0^0n 

transfers  to  revenue  $    18,281   $     18,281  $       (868 

Non-mandatory  transfers  $     0,350) (3,350).  (2_q00l 

TOTAL  OTHER  TRANSFERS  AND  ADDITIONS       $     (3,350)  $    18,281   $     14,931   $ (2 ,868) 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE     $    447,283   J_ 18,281  _ 465?564  __ 141,629.. 


Notes  to  financial  statements  are  an  integral  part  of  this  statement, 
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EASTERN  MONTANA  COLLEGE 


Comparative  Statemnt  of  Current  Revenues,  Expenditures  and  Other  Changes 
For  the  fiscal  years  ended  June  30,  1981  and  1980 


UNRESTRICTED   RESTRICTED 


1981 
TOTAL 


1980 
TOTAL 


REVENUES : 

Education  and  general: 
Tuition  and  fees 
State  government  support 
Sales,  services  and  miscellaneous 
Indirect  cost  recoveries 
Federal  grants  and  contracts 
State  grants  and  contracts 
Local  government  grants  and  contracts 
Other  grants,  contracts  and  gifts 
Total 

Designated  accounts: 
Tuition  and  fees 
Investment  earnings 
Sales,  services  and  miscellaneous 
Total 

Auxiliary  enterprises: 
Tuition  and  fees 
Land  grant  income 
Investment  earnings 
Sales,  services  and  miscellaneous 
Total 

TOTAL  CURRENT  REVENUES 


$  1,387,156 

7,278,249 

44,810 

95,618 


$  1,387,156  $  1,288,058 

7,278,249  6,563,735 

44,810  56,413 

95,618  76,349 

$1,391,835     1,391,835  1,410,261 


200,297 

207,392 

78,927 


200,297 

207,392 

78,927 


147,218 

325,791 

66,177 


$  8,805,833    $1,878,451   $10,684,284   $  9,934,002 


235,845 

223 

41,776 


$   490,843 

133,774 

33,263 

1,220,490 

$  1,878,370 

$10,962,047 


277,844    $ 


$1,878,451 


235,845 

223 

41,776 


180,452 

2,740 

39,108 


$    277,844   $    222,300 


$   490,843 

133,774 

33,263 

1,220,490 

$  1,878,370 

$12,840,498 


$   420,130 

63,682 

52,329 

1,641,850 

$  2,177,991 

$12,334,293 


EXPENDITURES: 

Education  and  general: 
Instruction 
Research 
Public  service 
Academic  support 
Student  services 
Institutional  support 
Operation  and  maintenance  of  plant 
Student  aid 
Total 

Designated  accounts: 
Instruction 
Public  service 
Student  services 
Total 


$ 

4 

,426,506 

30,950 
866,995 
976,827 

1 

,053,034 

1 

,235,908 
180,259 

? 

8 

,770,479 

$ 

195,756 

61,927 

2,828 

$ 

260,511 

$   340,989   $  4,767,495   $  4,262,586 


21,120 
562,782 

69,591 
628,814 

48,115 

207,040 


21,120 

593,732 

936,586 

1,605,541 

1,101,149 

1,235,908 

387,299 


91,869 

672,287 

891,825 

1,390,234 

1,022,862 

1,077,435 

367,909 


$1,878,451   $10,648,930   $  9,777,007 


195,756 

61,927 

2,828 


196,790 

17,644 

3,887 


2  60 , 5 1 1   $    218,321 


Notes  to  financial  statements  are  an  integral  part  of  this  statement. 
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EASTERN  MONTANA  COLLEGE 
Comparative  Statement  of  Current  Revenues,  Expenditures  and  Other  Changes  -  Continued 
For  the  fiscal  years  ended  June  30,  1981  and  1980 


UNRESTRICTED   RESTRICTED 


1981 
TOTAL 


1980 
TOTAL 


Auxiliary   enterprises: 
Expenditures 
Mandatory   transfers: 
Principal    and    interest 
Debt    service   reserve 
Renewals   and   replacements 
Plant    acquisitions 
Total 

TOTAL   CURRENT   EXPENDITURES   AND 
MANDATORY    TRANSFERS 

OTHER  TRANSFERS   AND  ADDITIONS (DEDUCTIONS) : 
Excess  of   restricted   receipts   over 

transfers   to   revenue 
Non-mandatory   transfers: 

Plant   asquisition   and   construction 
TOTAL   OTHER   TRANSFERS   AND  ADDITIONS 

NET    INCREASE    (DECREASE)    IN   FUND    BALANCE 


$  1,163,637 

423,972 
41,220 
41,600 

116,131 
$    1,786,560 

$10,817,550 


(2,000) 

$ 

(2,000) 

$ 

142,497 

$    1,163,637      $    1,567,701 
304,169 


423,972 
41,220 
41,600 

116,131 


41,600 
132,000 


$  1,786,560  $  2,045,470 


$1,878,451      $12,696,001      $12,040,798 


(868)    $  (868)    $  14,686 

(2,000) 


(868)    $ 


(2,868)    $  14,686 


(8  68)    $        141,629     $        308,181 


Notes   to    the   financial    statements   are  an    integral    part    of    this   statement 
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EASTERN  MONTANA  COLLEGE 

NOTES  TO  THE  FINANCAIL  STATEMENTS 

June  30,  1982 

NOTE  1  -  Summary  of  Significant  Accounting  Policies 
Accural  Basis 

The  financial  statements  of  Eastern  Montana  College  have  been  prepared 
on  the  accural  basis  in  accordance  with  generally  accepted  accounting 
principles  for  colleges  and  universities  except  for  depreciation 
accounting  and  allowance  for  uncollectible  loans  explained  in  Note  4 
to  the  financial  statements. 

The  statement  of  current  funds  revenues,  expenditures,  and  other  changes 
is  a  statement  of  financial  activities  of  current  funds  related  to  the 
current  reporting  period.   It  does  not  purport  to  present  the  results 
of  operations  or  the  net  income  or  loss  of  the  period  as  would  a  state- 
ment of  income  or  a  statement  of  revenues  and  expenses. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the 
amounts  so  provided  are  reported  as  (1)  expenditures,  in  the  case  of 
normal  replacement  of  movable  equipment  and  library  books;  (2)  mandatory 
transfers,  in  the  case  of  required  provisions  for  debt  amortization  and 
interest  and  equipment  renewal  and  replacement,  and   (3)  as  transfer  of 
a  non-mandatory  nature  for  all  other  cases. 

Fund  Accounting 

In  order  to  ensure  observance  of  limitiations  and  restrictions  placed 
on  the  use  of  the  resources  available  to  the  College,  the  accounts  of 
the  College  are  maintained  in  accordance  with  the  principles  of 
"fund  accounting".   This  is  the  procedure  by  which  resources  for 
various  purposes  are  classified  for  accounting  and  reporting  purposes 
into  funds  that  are  in  accordance  with  activities  or  objectives  specified, 
Separate  accounts  are  maintained  for  each  fund;  however,  in  the  accompany- 
ing financial  statements,  funds  that  have  similar  characteristics 
have  been  combined  into  fund  groups. 

Description  of  the  common  characteristics  of  the  funds  in  the  various 
fund  groups  are  as  follows: 

Current  Funds 


The  current  funds  group  includes  economic  resources  expendable  in 
performing  the  primary  objectives  of  the  instiutions;  i.e.,  instruction, 
and  public  service.   The  current  funds  group  has  two  basic  distinct 
sub-groups.   Unrestricted  funds  which  have  no  external  expenditure 
restrictions,  and  restricted  funds  which  have  external  expenditure 
restrictions . 

Loan  Funds 

This  group  of  resources  is  available  to  aid  in  financing  qualifying 
students'  education.   Private  as  well  as  university  sources  provide 
some  loan  funds,  however,  the  Federal  Government  contributes  the 
large  majority. 
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Eastern  Montana  College 

Notes  to  the  Financial  Statements  -  continued 

June  30,  1982 

Plant  Funds 

Plant  funds  are  separated  into  four  distinct  sub-groups  with 

self-balancing  accounts: 

Unexpended  Plant  Funds  -  utilized  for  acquisition  of  long-term 
institutional  assets. 

Renewal  and  Replacement  Funds  -  utilized  for  long-term  institutional 
asset  maintenance. 

Retirement  of  Indebtedness  Funds  -  utilized  for  debt  service 
charges  and  retirement  of  indebtedness  on  long-term  institutional 
assets. 

Investment  in  Plant  -  denotes  the  cost  of  long-term  institutional 
assets  and  associated  liabilities. 

Agency  Funds 

The  Agency  Funds  group  is  used  to  segregate  assets  held  by  the 
institution  as  a  custodian  or  fiscal  agent  for  other  organizations 
or  individuals. 

Within  each  fund  group,  fund  balances  restricted  by  outside  sources 
are  so  indicated  and  are  distinguished  from  unrestricted  funds. 
Externally  restricted  funds  may  only  be  utilized  in  accordance  with  the 
purposes  established  by  the  source  of  such  funds  and  are  in  contrast 
with  unrestricted  funds  over  which  the  governing  board  retains  full 
control  to  use  in  achieving  any  of  its  institutional  purposes. 

All  gains  and  losses  arising  from  the  sale,  collection,  or  other  dis- 
position of  investments  and  other  non-cash  assets  are  reported  in  the 
fund  which  owned  such  assets.   Ordinary  income  derived  from  investments, 
receivables,  and  the  like,  is  reported  in  the  fund  owning  such  assets. 

All  other  unrestricted  revenue  is  reported  in  the  unrestricted  current 
fund.   Restricted  gifts,  grants,  approporations ,  and  other  restricted 
resources  are  reported  in  the  appropriate  restricted  funds.   Restricted 
current  funds  are  reported  as  revenues  and  expenditures  when  expended 
for  current  operating  purposes. 

State  general  fund  appropriations  in  the  current  unrestricted  education 
and  general  fund  are  reported  as  revenues  only  to  the  extent  expended. 
These  appropriations  ultimately  are  expended  only  after  all  other  revenues 
of  this  fund  have  been  exhausted. 

Other  significant  accounting  policies  are  set  forth  in  the  financial 
statements  and  the  notes  thereto. 
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Eastern  Montana  College 

Notes  to  the  Financial  Statements  -  continued 

June  30,  1982 

NOTE  2  -  Investments 

All  investments  are  recorded  at  cost.   Investments  owned  by  the  several 
funds  at  June  30,  1982  are  as  follows: 


Current  unrestricted  funds: 

Designated 

Auxiliary  enterprises 
Loan  funds 
Plant  funds: 

Renewals  and  replacements 

Retirement  of  indebtedness 
Agency  funds 

Totals 


Cost 

$    46,725 

991,876 

48,482 

229,874 

753,062 

150,682 

$2,220,701 


Market  or 
Unit  Value 

$   46,702 

980,250 

48,052 

228,097 
760,337 
142,104 
$2,205,542 


Investment  income  is  generally  recorded  when  received.   The  above 
investments  consist  primarily  of  United  States  treasury  notes  and  bills, 
time  certificates  of  deposits,  mortgages  and  amounts  invested  through 
the  Montana  State  Board  of  Investments  using  its  Short-Term  Investment 
Pool  (STIP). 

NOTE  3-  Inventories 


It  is  the  policy  of  the  College  to  record  supplies  inventories  for  certain 
education  and  service  departments,  in  addition  to  inventories  held  for 
resale  in  auxiliary  enterprises  such  as  the  bookstore  and  student  union. 
All  recorded  inventories  are  stated  at  the  cost  or  market  using  the 
first-in,  first-out  method.   Supplies  inventories  at  the  physical 
plant  have  not  been  inventoried  and  are  not  recorded  in  inventory 
accounts.   Purchases  of  the  latter  supply  items  are  charged  directly 
to  current  years  expenditures.   The  recognition  of  this  inventory  would 
not  have  a  material  effect  on  the  College's  overall  financial  position. 

NOTE  4  -  Allowance  for  Doubtful  Accounts  -  Loan  Funds 

No  provision  for  uncollectible  National  Direct  Student  Loans  have  been 
provided  for  in  the  accompanying  financial  statements.   The  following 
statistics  will  be  provided  to  the  Department  of  Education  in  the  annual 
report  of  the  financial  aid  programs: 


(1982 


1981 


$3,432,884   $3,159,158 


Student  loan  amounts  advanced  -  all  borrowers 

Deduct  total  value  of  loan  advances  not  in  repay- 
ment status  (grace  period,  armed  forces,  Peace 
Corps,  Vista,  student  status,  hardship) 

Total  amount  of  matured  principal 

Total  amount  of  scheduled  loan  payments  delinquent   $   235,780   $   164,247 


678,530 


759,794 


$2,754,354   $2,399,364 
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Eastern  Montana  College 

Notes  to  the  Financial  Statements  -  continued 

June  30,  1982 

Percentage  of  loans  in  default  ($235,780  +  $2,754,354)      8.6%     6.85% 

The  College  follows  accounting  practices  for  the  National  Direct  Student 
Loan  Fund  that  are  in  accordance  with  government  regulations.   Those 
regulations  do  not  provide  for  recognition  of  interest  receivable  or 
future  loan  cancellations  by  the  government.   To  that  extent  the  portion 
of  the  financial  statements  relating  to  loan  funds  are  at  variance  with 
generally  accepted  accounting  principles.   However,  90%  of  any  interest 
receivable  or  uncollectible  loans  and  100%  of  government  cancellations 
would  add  to  or  reduce  the  U.S.  Government's  portion  of  the  fund  balance 
and,  therefore,  would  not  have  a  significant  effect  on  the  College's 
over-all  financial  position.   The  allowance  for  doubtful  accounts  of 
$1,659  shown  on  the  accompanying  balance  sheet  is  for  the  College's 
other  loan  fund. 

NOTE  5  -  Bonds  Payable 

At  June  30,  1982,  the  College  had  a  total  of  $5,210,000  in  outstanding 
revenue  bonds  payable.   These  Bonds  were  issued  for  construction  of 
various  College  facilities  and  are  summarized  as  follows: 

"1956  Indenture"  to  build  a  residence  facility  (Apsaruke  Hall). 
There  are  $161,000  of  bonds  outstanding  at  June  30,  1982.   They  are 
due  in  varying  annual  installments  (On  October  1)  through  1996.   The 
annual  debt  service  for  the  year  ending  June  30,  1983,  is  $13,304. 
The  future  maximum  annual  debt  service  requirement  of  $14,204  will 
be  in  the  year  ending  June  30,  1987.   The  bonds  bear  interest  at 
2  3/4%  per  annum  with  semi-annual  payment  dates  (April  1  and  October 
1) .   The  indenture  requires  that  certain  amounts  be  deposited  with 
a  trustee  in  a  bond  service  account  to  meet  current  debt  service 
requirements  and  maintain  a  reserve.   One-half  of  the  College's 
land  grant  income  is  pledged  to  this  indenture. 

"1965  Indenture"  to  refund  Series  1959  Bonds.   There  are  $338,000 
of  bonds  outstanding  at  June  30,  1982.   They  are  due  in  varying 
annual  installments  (on  July  1)  through  1985.   The  annual  debt 
service  for  the  year  ending  June  30,  1982,  is  $91,175.   The  future 
maximum  annual  debt  service  requirement  of  $93,375  will  be  in  the 
year  ending  December  31,  1985.   The  bonds  bear  interest  at  3  3/4% 
per  annum  with  semi-annual  payment  dates  (January  1  and  July  1) . 
The  significant  indenture  requirements  include  an  annual  earnings 
requirement  of  $126,056  and  that  certain  amounts  be  deposited  with 
the  trustee  in  a  bond  fund  to  meet  current  debt  service  requirements 
and  to  maintain  a  reserve.   These  requirements  were  met  in  the  year 
ended  June  30,  1982. 

"1964  Resolution"   to  build  a  residence  facility  (Petro  Hall)  and  to 
refund  Rimrock  Hall  revenue  bonds,  issued  in  two  series.   There  are 
$3,211,000  bonds  outstanding  at  June  30,  1982.   They  are  due  in 
varying  installments  (On  October  1)  through  2004.   The  annual  debt 
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Notes  to  the  Financial  Statements  -  continued 

June  30,  1982 

service  for  the  year  ending  June  30,  1983,  is  $217,175.   The  future 
maximum  annual  debt  service  requirement  of  $218,650  will  be  in  the 
year  ending  June  30,  1990.   The  bonds  bear  interest  at  3  1/8%  and 
3  5/8%  per  annum  with  semi-annual  payment  dates  (April  1  and  October 
1) .   Significant  requirements  include  that  "net  revenues"  of  the 
facilities  be  sufficient  to  make  required  transfers  to  "bond  service" 
and  "repair  and  replacement  reserve"  accounts  maintained  by  a  trustee. 
All  requirements  were  met  in  the  year  ended  June  30,  1982. 

The  College  records  interest  expense  on  the  above  bonds  when  paid.   The 
recognition  of  accrued  interest  expense  would  not  have  a  material  effect 
on  the  College's  overall  financial  position. 

General  Obligation  Long  Range  Building  Program  Bonds,  Series  1980,  dated 
March  1,  1980,  were  issued  by  the  State  of  Montana  for  the  construction 
of  an  addition  to  the  Physical  Education  Building  at  Eastern  Montana 
College.   There  are  $1,500,000  of  bonds  outstanding  at  June  30,  1982. 
Interest  is  payable  semi-annually  at  the  rate  of  8.50%  in  the  amount  of 
$55,380  on  November  1  and  May  1,  until  May  1986.   After  May  1,  1986, 
payments  sufficient  to  pay  interest  and  amortization  of  principal 
will  be  made  semi-annually  until  May  1,  2006.   A  reserve  for  the  security 
of  the  bond  is  required  in  an  amount  at  least  equal,  after  each  payment 
of  principal  and  interest,  to  the  maximum  amount  of  principal  and 
interest  to  become  due  on  the  bond  in  any  subsequent  fiscal  year.   The 
future  maximum  annual  debt  service  requirement  of  $147,785  will  be  in 
the  year  ending  June  30,  1988.   The  requirement  has  been  met. 

NOTE  6  -  Investment  in  Plant 

Physical  plant  and  equipment  are  stated  at  cost  at  date  of  acquisition 
or  at  fair  value  at  date  of  donation  in  the  case  of  gifts.   For  assets 
that  the  original  cost  is  unknown,  the  value  at  date  of  acquisition 
has  been  estimated. 

No  provision  has  been  made  for  depreciation  of  plant  and  equipment. 

NOTE  7  -  Retirement  Programs 

Retirement  benefits  are  provided  for  the  academic  staff  through  the 
Montana  Teachers'  Retirement  System  (TRS)  and  non-academic  staff 
throught  the  Montana  Public  Employees'  Retirement  System  (PERS) .   Both 
plans  are  operated  by  the  State  of  Montana  and  membership  is  compulsory 
for  the  respective  class  of  employees.   Contributions  for  participants 
and  the  College  are  based  on  percentage  of  the  participant's  salary. 

Defined  benefits  under  both  plans  are  based  on  years  of  service  and 
final  average  salary  of  the  participant.   The  actuarial  present  value 
of  vested  benefits  and  the  amount,  if  any,  of  unfunded  past  service 
costs  of  EMC  employees  covered  under  the  plans  has  not  been  determined. 
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The  College's  share  of  cost  of  TRS  for  the  year  ended  June  30,  1982, 
and  June  30,  1981,  were  $259,759  and  $231,912  respectively;  which 
includes  amortization  of  prior  service  cost  over  a  period  of  48.5 
years. 

The  College's  share  of  cost  of  PERS  for  the  years  ended  June  30,  1982, 
and  June  30,  1981,  were  $201,401  and  $175,786  respectively;  which 
include  amoritzation  of  prior  service  costs  over  a  period  of  42.47 
years. 

NOTE  8  -  Commitments  and  Contingent  Liabilities 

Accounting  for  major  construction  projects  of  the  college  is  performed 
by  the  Architecture  and  Engineering  Division  of  the  Montana  Department 
of  Administration.   At  June  30,  1982,  certain  projects  had  remaining 
spending  authority  (i.e.,  funds  appropriated  from  the  Long  Range 
Building  Fund  for  College  building  projects)  from  the  state  of  approx- 
imately $1,144,634.   Since  these  funds  will  become  available  to  the 
College  only  when  construction  costs  are  incurred,  they  have  not  been 
included  in  the  College  balance  sheet  as  assets.   The  47th  Legislature 
(HB  666)  appropriated  $100,000  for  a  computer  site  modification  and 
$1,190,000  for  an  addition  to  Cisel  Hall. 

The  value  of  unused  vacation  and  sick  leave  of  $598,680  accumulated  by 
employees  is  not  recorded  as  a  liability.   At  June  30,  1982,  permanent 
non-faculty  employees  may  accumulate  and  carry  to  the  following  calendar 
year  two  times  the  maximum  number  of  vacation  days  earned  annually. 
Unused  vacation  leave  is  purchased  at  full  value  from  employees  upon 
termination.   Unused  sick  leave  earned  since  June  1,  1971,  is  purchased 
from  the  employee  at  25  percent  of  its  value  upon  termination. 

NOTE  9  -  Debt  Service  Reserve 

Debt  Service  Reserve  Account  in  the  amount  of  $164,220  included  in  the 
fund  balance  of  the  Retirement  of  Indebtedness  Fund  on  the  comparative 
Balance  Sheet  of  June  30,  1981,  has  been  removed  from  the  fund  balance 
at  the  beginning  of  the  year  shown  in  Statement  of  Changes  in  Fund 
Balance  for  the  year  ended  June  30,  1982.   This  Debt  Service  Reserve 
Account  for  General  Long  Range  Building  Program  Bonds,  Series  1980, 
dated  March  1,  1980,  issued  by  the  State  of  Montana  for  the  construction 
of  an  addition  to  the  Physical  Education  Building  will  be  accounted  for 
in  the  financial  statements  of  the  State  of  Montana. 
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EASTERN  MONTANA  COLLEGE 
Schedule  of  Federal  Grant  Expenditures 


Grant  Title  1982  Expense     1981  Expense 

Department  of  Education 

Personnel  Prep 

Teacher  Corp 

Native  American  Training  Institute 

Paraprof essional  Training 

Montana  ETS  (FIPSE) 

Library  Resources 

Title  III  Faculty  Development 

Title  III  Instruction  Development  Center 

Rehabilitation  Counseling 

Special  Services 

Upward  Bound 

College  Work  Study 

Title  III  Student  services 

Title  III  Reading,  Writing,  Math  Center 

Title  III  Administration  Improvement 

SEOG-I 

SEOG-R 

Indian  Fellowship 

Library  Resources 

Project  Mainstream 

Title  III  Learning  Resource  Center 

Title  III  Institutional  Research 

LEEP 


Bureau  of  Indian  Affairs 

BIA  Oil  &  Gas  Training  Program  20,442 

National  Science  Foundation 

NSF  Teacher  Development  7,021  23,698 

Montana  State  University 

Co-op  Education  1,118  8,099 

Bureau  of  Land  Management 

Wild  Horse  Project  4,445  17,382 

Department  of  Energy 

Prospectus  for  Leafy  Spurge  1,410  3,738 

Project  Sunrise  8,240  74,351 

Small  Business  Administration 

Small  Business  Institute  4,422  193 

Corporation  for  Public  Broadcasting 

Satellite  Dish  800 
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$   95,286 

$   18,543 

108,971 

123,208 

824 

20,708 

53 

14,617 

105,230 

91,422 

1,528 

3,777 

42,804 

28,730 

33,819 

4,884 

54,562 

101,450 

80,189 

151,761 

128,759 

295,988 

274,764 

85,108 

64,812 

19,441 

18,225 

62,129 

42,507 

65,473 

61,008 

64,814 

48,388 

8,155 

8,070 

134 

(2) 

31,847 

5,608 

1,264 

Eastern  Montana  College 

Schedule  of  Federal  Grants  Expenditures  -  Continued 


Grant  Title 


1982  Expense      1981  Expense 


Custer  Battlefield 


Custer  Collection 

Department  of  Labor 

Job  Corp 

Department  of  Commerce 

KEMC  Equipment 

National  Endowment  for 

Arts 

$     5,216 


110,870 


$     5,237 


132,583 


Source  Center  for  Jazz 


1,751 


4,000 


Department  of  Health 
MCHC-  Department  of  Health 
Total  Expenses 


$  1,411,702 


106,447 


$  1,498,619 
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EASTERN  MONTANA  COLLEGE 
Schedule  of  Capital  Projects 


Description 

P.E.  Building  Remodeling 

P.E.  Running  Track 

Handicapped  access-Sidewalks 

Physical  Plant 

Oil  and  Gas  Building 

P.E.  Building  Addition 

Miscellaneous  Projects  (Reroofing) 

Cisel  Hall  Remodeling  and  Addition 

Computer  Site  Modification 

Parking  Lot  North  of  Poly  Drive 

Expended  for  Plant  facilities-Unexpended 


Expenditures 

Exp 

enditures 

for 

for 

FY  1980-1981 

FY 

1981-1982 

$    105,151 

$ 

21,095 

81,188 

41,762 

13,940 

-0- 

1,293 

-0- 

108,124 

-0- 

1,152,492 

11,205 

23,570 

102,845 

93,950 

8,719 

$  1,462,188 


$   303,146 
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EASTERN  MONTANA  COLLEGE 
Schedule  of  Enrollment  Statistics 
For  the  two  years  ending  June  30,  1982 


1980 


1981 


Enrollment  by  Major: 

School  of  Business  and  Economics 
School  of  Education 
Graduate  Program 
School  of  Liberal  Arts 
General  studies 
Total  Enrollment-Head  count 


Summer 

Fall 

Winter 

Spring 

227 

1,010 

1 

,036 

942 

355 

691 

703 

652 

424 

407 

368 

398 

267 

881 

874 

837 

129 

790 

698 

547 

1,402 

3,779 

3 

,679 

3,376 

Total 


Student  Credit  Hours  Provided  By: 

School  of  Education  6,245 

School  of  Business  and  Economics  1,982 
School  of  Liberal  Arts 
Total  Student  Credit  Hours 
FTE  ~878 


4,515 
12,742 


10,232 

9,871 

24,675 

44,778 

2,999 


10,716 
10,282 
23,322 
44,320 


10,548 

8,184 

21,204 

39,936 


37,741 

30,319 

73,716 

141,776 


2,969    2,680 


Annual  FTE 

Enrollment  by  Major: 

School  of  Business  and  Economics 
School  of  Education 
Graduate  Program 
School  of  Liberal  Arts 
General  Studies 
Total  Enrollment-Head  Count 


1981 


Summer 


317 
368 
527 
276 
100 
1,588 


Fall 

1,169 
707 
437 
950 

772 
4,035 


1982 


Winter 

1,132 
708 
398 
878 
700 

3,816 


Spring 

1,034 

682 

372 

848 

613 
3,549 


3,175 
Total 


Student  Credit  Hours  Provided  by: 

School  of  Education  2,301 
School  of  Business  and  Economics   6,809 

School  of  Liberal  Arts  3,994 

Total  Student  Credit  Hours  13,104 

FTE  9T5" 

Annual  FTE 


9,331 
11,012 
27,621 
47,964 

3,216 


9,267 
10,885 
25,110 
45,262 

3,037 


9,516 
10,000 
22,506 
42,022 

2,818 


30,415 

38,706 

79,231 

148,352 

3,329 

3,284 


Note:   Does  not  include  statistics  of  the  Continuing  Education  and  Extended  Studies 
Program. 
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OFFICE  OF  THE  PRESIDENT 
Billings,  Montana  59101 
(406)  657-2300 


EASTERn 

MONTANA  COLLEGE 
December   7,    1982 


Ms.    Peggy  J.    Biekert,    CPA 
P.O.    Box    1301 
Bozeman,    Montana   59715 

Dear   Ms.    Biekert: 

Enclosed  is  the  response  of  Eastern  Montana  College  to  the  recommendations 
made  as  a  result  of  your  audit  for  the  years  ended  June  30,  1981  and 
1982. 

The  staff  was  pleased  with  the  professionalism  of  the  audit  which  you 
and   your   staff  conducted. 

1  understand  the  report  will  be  presented  to  the  Legislative  Audit  Committee. 
We   will   be   available  to   discuss  our   response   as   the   need   arises. 

^Sincerely,      / 

0/ ' '. 


• ; 


Bruce   H.    Carpenter 
President 


BHC/jd 
encl. 
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EASTERN  MONTANA  COLLEGE 
LEGISLATIVE  AUDIT  RESPONSE 


Recommendation  #1 

The  College  should  request  its  employees  to  make  timely 
application  for  travel  advances  so  that  sufficient  time  is 
allowed  for  a  state  warrant  to  be  issued. 

Response : 

Concur 

Recommendation  #2 

The  College  should  establish  written  policies  for  handling 
accounts  receivable.   The  accounts  receivable  should  be  recon- 
ciled on  a  monthly  basis. 

Response : 

Patrially  Concur 

Presently  the  College  is  evaluating  computerization  of 
its  accounts  receivable  system.   In  the  interim,  the 
frequency  of  manual  reconciliation  will  continue  on 
an  as  needed  basis  due  to  the  expense  of  manual  recon- 
ciliation. 

Recommendation  #3 

The  College  should  leave  the  Construction  in  Progress  in 
the  Unexpended  Plant  Fund  until  completion  of  the  project.   At 
that  time,  transfer  the  total  accumulated  cost  to  the  Investment 
in  Plant  Fund. 

Response : 

Concur 

Recommendation  #4 

The  College  should  record  the  initial  receipt  and  disburse- 
ment of  all  mandatory  student  fees  in  its  unrestricted  general 
operating  fund. 
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Response : 

Do  not  Concur 

This  recommendation  involves  systemwide  coordination. 
Since  the  student  fees  are  budgeted  and  spent  by 
student  organizations,  it  would  not  be  appropriate 
to  recognize  the  fees  and  their  expenditure  in  cur- 
rent unrestricted  funds. 

Recommendation  #5 

The  College  should  comply  with  the  statute  or  seek  legis- 
lative change. 

Response ; 

Partially  Concur 

This  matter  has  been  referred  to  the  office  of  the 
Commissioner  of  Higher  Education.   We  have  been  in- 
formed that  this  provision  may  be  unconstitutional. 
Under  those  circumstances,  we  do  not  intend  to  en- 
force it.   However,  we  will  work  with  the  Commissioner's 
office  to  determine  whether  or  not  the  law  should  be 
changed. 

Recommendation  #6 

The  College  should  comply  with  FASB  Standard  No.  4  3  and 
record  compensated  absences  related  to  current  and  previous 
years. 

Response: 

This  recommendation  requires  systemwide  coordination. 
The  value  of  compensated  absences  are  indefinite  until 
such  time  as  the  employment  relationship  is  terminated. 
Under  these  circumstances,  they  have  been  recognized 
as  a  contingent  liability  and  accordingly  a  footnote 
included  in  our  financial  statement  disclosing  an  esti- 
mate of  the  liability  on  that  date. 
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THE  MONTANA  UNIVERSITY  SYSTEM 

33  SOUTH  LAST  CHANCE  GULCH 

HELENA,  MONTANA  59620-2602 

(406)  449-3024 


COMMISSIONER  OF  HIGHER  EDUCATION 


December  10,  1982 


Ms.  Peggy  J.  Biekert,  CPA 
P.  0.  Box  1301 
Bozeman,  Montana  59715 

Dear  Ms.  Biekert: 

This  letteris  in  response  to  the  Audit  of  Eastern 
Montana  College. 


Sincerely, 


(J0hn  H.  Noble,  Jr. 
Deputy  Commissioner  for 
Management  and  Fiscal  Affairs 


JHN/llt 
Attachment 
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THE  MONTANA  UNIVERSITY  SYSTEM  CONSISTS  OF  THE  UNIVERSITY  OF  MONTANA  AT  MISSOULA,  MONTANA  STATE  UNIVERSITY  AT  BOZEMAN.  MONTANA  COLLEGE 
OF  MINERAL  SCIENCE  AND  TECHNOLOGY  AT  BUTTE,  WESTERN  MONTANA  COLLEGE  AT  DILLON,  EASTERN  MONTANA  COLLEGE  AT  BILLINGS 

AND  NORTHERN  MONTANA  COLLEGE  AT  HAVRE. 


AUDIT  RECOMMENDATION  #4 

The  college  should  record  the  initial  receipt  and  disbursement 
of  all  mandatory  student  fees  in  its  Unrestricted  General  Operating 
Fund. 

Commissioner's  Response 
1)  Partially  concur. 

We  will  record  the  student  fee  revenues  in  a  des- 
ignated current  unrestricted  account  that  will  provide 
separate  accounting  for  student  organizations.  We  do 
not  intend  to  commingle  the  student  activity  fee  revenue 
with  state  appropriated  funds. 

AUDIT  RECOMMENDATION  #5 

The  college  should  comply  with  the  statute  or  seek  legislative 
change. 

Commissioner's  Response 
1)  Partially  concur. 

The  Attorney  General,  in  response  to  a  recommendation 
in  the  audit  of  the  University  of  Montana,  has  agreed  with 
our  own  legal  counsel  that  similar  statutory  requirements 
were  successfully  challenged  in  Baggett  vs.  Bullitt,  370 
U.  S.  360  (1964).  We  are  uncertain  as  to  who  should  seek 
the  repeal  of  the  statute. 

AUDIT  RECOMMENDATION  #6 

The  college  should  comply  with  FASB  Standard  No.  43  and  record 
compensated  absences  related  to  current  previous  years. 

Commissioner's  Response 
1)  Partially  concur. 

Each  unit  of  the  Montana  University  System  has  been 
advised  to  disclose  the  liability  in  the  footnotes  portion 
of  their  financial  statements.  The  value  of  compensated 
absences  are  funded  out  of  current  appropriations  when  the 
liability  is  realized  upon  termination  of  an  employee.  The 
contingent  liability  existing  on  the  statement  date  does 
not  represent  a  pledge  of  current  assets  and  is,  therefore, 
misleading  when  recorded  as  a  current  liability.  FASB  43 
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is  premised  on  a  liquidation  or  going-out -of -business 
concept  rather  than  the  more  traditional  "going- concern" 
conception  which  most  accounting  principles  are  based. 

If  the  entire  liability  were  to  be  charged  against 
the  current  appropriation  or  fund  balance,  the  statements 
would  reflect  a  large  negative  fund  balance.  This  may 
lead  a  statement  reader  to  believe  that  the  campus  had 
over  expended  its  budgetary  authority  when  that  is  not 
the  case.  Since  FASB  No.  43  will  require  all  state 
agencies  to  record  the  liability  after  June  30,  1982, 
we  prefer  to  delay  compliance  and  hope  a  more  satisfactory 
solution  can  be  worked  out. 
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